
tion with preparation and regi.tration of this Prospectus)
are not d.ductible by a Fund or the Liaited Partners.
Such costs mu.t be capitalized and ..y result in a reduc
tion of any gain (or an increase in any· 10••) realized by
the L~ited Partners tor tax purpo.e. upon the termination
of such Fund or di.position of Unit••

Any expen.es Paid by a Fund wbich constitute
orqanizational expen.e. also auat be capitalized, but may
be amortized over a p.riod of not le•• than 60 months
b.ginning in the month such Fund beqina bu.in... (as
defined und.r the Code). Under Regulation Sec-
tion 1.709-2, example. of orqanizational exp.n••s of a
partn.rship include "legal tee. for ••rvices incident to
the partnership, such as neqotiation and pr.paration of a
partnership agr.ement: accounting f.e. for ••tablishinq a
partn.rship accounting system: and necessary tiling f•••• "
If a Fund is liquidated within the 60-month period, such
Fund should be able to deduct the balanc. of the d.ferred
expen.es.

Allocation of Fund IncOJl8, GaiDII and Lo....

Each Partnership Agr....nt provide. g.nerally
that profit. and losses for tax purpo... ("Profit." and
liLa••••", r.spectiv.ly) will b. d.t.rain.d and allocated
as of the .nd of each cal.ndar year. Profits and Lo••••
will b. allocat.d first to r.flect ca.h di.tributions mad.
or .ch.duled to be mad. (oth.r than a. to di.tribution. of
capital), and thereaft.r in a manner d••igned to r.flect
cash di.tributions that, on th. basis of certain
a.sumption.~ are projected to be aade. In addition, each
partnership Agr....nt provide. for special distributions
to the extent of available cash to Limited Partners in
proportion to interim net inv.stment income and interest
prior to the final Closing.

For f.d.ral incom. tax purposes, a partner's
distributive share of partnership income, gain, deduction,
10•• or credit qenerally is det.rmined in accordance with
the teras of the partnership agreement. How.ver, under
Code Section 704, the allocation of such it... pursuant to
a partnership agreement generally either mu.t have
"substantial economic effect" or mu.t be "in accordanc.
with the partners' interests in the partnership" to b.
recognized for federal incom. tax purposes.
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Und.r Tr.asury Regulations, an allocation of
partn.rship income, gain, loss or deduction (or it..
thereof) to a partner will b. consid.r.d to have "substan
tial economic effect" if it is deterained that (il the
allocation has "economic effect" and (11) that economic
effect is "substantial". An allocation of tax it... to
partners will be consid.red to have "economic effect" if
(i) the partnership maintains capital accounts in accor
danc. with specific rul.s s.t forth in such Regulations
and such allocation is refl.ct.d through an appropriate
increase or decrease in the partners' capital accounts,
(11) liquidatinq distributions (inclUding liquidations of
a partn.r's intere.t in the partn.rship) are r.quired to
b. made in accordance with the partn.rs' re.pectiv.
capital account balances, and (iii) any partn.r with a
deficit in his, her or its capital account following the
distribution of liquidation proce.ds would be uncondition
ally required to restore the amount of such deficit to the
partnership. If the first two of these requirements are
met, but the partner to whom an allocation is made is not
obligated to restore the full ..ount of any deficit
balance in his capital account, the allocation still will
b. con.id.r.d to have "economic .ffect" to the ext.nt the
allocation do•• not cau.e or incr•••• a deficit balance in
the partner's capital account (d.termined after reducing
that account for certain "expect.d" adjustments, alloca
tions, and distributions specitied by the Regulations) if
the partnership agreement contains a "qualified income
offset" •

Each Partnership Agreement provides that a
capital account is to be maintained for each Partner, that
the capital accounts are to be maintained generally in
accordance with applicable tax accounting principles set
forth in the Regulations, and that allocations of federal
tax it... to a Partner are to b. reflected by an appropri
ate increase or decrease in the Partner's capital account
except as otherwi.e permitted by applicable Regulations.
In addition, distributions on liquidation of the Fund (or
of a Partn.r's,interest) are to be made in accordance with
respective positive capital account balances•. Althouqh
the partnership Agreement does not impose any obligation
on the part of Partners to restore any deficit in their
capital account balances following liquidation, the
partnership Agreement does contain a "qualified income
offset" provision as defined in the Regulations.
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In order tor the "econaaic ettect" ot an alloca
tion to be considered "substantial", the Regulations
require that the allocation .ust have a "rea.onable
pos.ibility" of "substantially" affecting the dollar
amount. to be received by the partner., independent of tax .
consequences. In applying the .ub.tantiality te.t, tax
con.equences that re.ult troa the interaction of the
allocation with such partner's tax attribute. Which are
unrelated to the partner.hip mu.t be taken into account.

If any Limited Partner. purcha.e their units of
limited partnership interest at a pr..iua in exce.s of
$1,000 per Unit subscription price, each Partnership
Agree.ent provide. for certain adjustments to the capital
accounts of the previously admitted Partners, and for
special allocations of taxable income and loss to reflect
unrealized appreciation in the Fund at the time of admis
sion of the new Limited Partners which is subsequently
realized by the Fund. Although the special tax alloca
tions do not have substantial economic effect because they
do not affect a Partner's capital account, the.e adjust
ments and special allocations are generally consistent
with Regulations that permit revaluation of capital
accounts and special allocation. under circumstances such
as the admission of new partners to a partnership.

Based upon the Regulations, subject to the
discussion below with respect to section 706(d) of the
Code, Counsel is ot the opinion that the tax allocations
of income, gain, loss, deduction, and credit under the
partnership Agreements for federal inco.e tax purpose.
would more likely than not be respected in all material
respects to the extent such allocations do not result in
any Limited Partner having a deficit in his, her or its
capital account balance or in the Managing General Partner
having a deficit in his capital account in exces. of the
outstanding principal amount ot any MGP Notes to the FUnd.
Coun.el has advi.ed each Fund that allocations to Partners
that actually re.ult in such deficit capitaL account
balance. likely. would not be recogniZed for federal income
tax purpose. in the absence of an obligation to restore
deficit capital account balance.. It is extra.ely un
likely, however, that either Fund's operations will result
in any Limited Partner having a deficit balance in his
capital account.

If any allocation fails to satisfy the "substan
tial economic effect" requirement, the allocated it..s
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would be allocated aaong the Partn.rs based on th.ir
r.sp.ctive interests in the applicabl. Fund, d.t.rained on
the basis of all of the rel.vant facta and circuaatances.
Such a determination might result in the income, gains,10.... or deductions allocat.d under the applicabl.
Partnership Agre...nt b.ing r.allocat.d among the Limited
Partn.rs and the General Partner.. Such a reallocation,
howev.r, would not alter the distribution at cash flow
under .ith.r Partn.rship Agr....nt, but might r ••ult in a
po••ibl. misaatchinq of taxable income and ca.h distri
buted to the Partners.

In the event of a transf.r of an interest in a
Fund durinq the course of the taxable year of such Fund.,
tax allocations of income, qain, losses and deductions of
such Fund between the transferor and the transferee will
be made as describ.d under "Distributions and Allocations
-- Deteraination of Distributions and Allocations Amonq
Limited Partners". section 706(d) of the Code contains
rules qoverninq allocations amonq the partners whose
interests in a partnership vary durinq the. taxable year.
It is unclear whether the Fund's method of allocatinq
income between a transferor and a transferee of a Unit
will be re.pected by the IRS and, accordinqly, Counsel has
expres.ed no opinion on this matter.

Sale or other Di.position of a Fund Interest

. Th. amount of qain recoqnized on the sale by a
Limited Partner of his, her or its interest in a Fund
qenerally will be the excess of the sales price rec.ived
over hi., her or its adjusted basi. in such intere.t. The
sale by a Limited Partner of an interest held by him, her
or it for more than one year qenerally will result in such
Limit.d Partner r.cognizinq long-tera capital qain or los.
(provid.d such Limit.d Partner is not d....d to b. a
"d.aler" in such property). However, to the extent the
proc.eds at .al. are attributable to such Limit.d Part
n.r's allocabl. share of Fund "unrealized receivables" or
"substantially appreciat.d inventory", as def~n.d in Sec
tion 751 of the Code, any qain will b. tr.ated as ordinary
income. It is not anticipated that either Fund will have
siqnificant amounts, if any, of "unrealized receivables"
or "substantially appreciated inventory" items. The sale
by a Limited Partner of an inter.st held by him, her or it
for not more than one year qen.rally will result in the
r.cognition of short-term capital qain or loss. Under
current law, the saae rates apply to capital qains that
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apply to ordinary inco.e. However, there are limitations
imposed on the deduction ot capital 10.... again.t ordi
nary inco.e. Se. "Other Tax Con.iderations -- capital
Gains and Losses ll •

It is not expected that a transfer ot an inter
est in a Fund by gitt or upon death will re.ult in recog
nition of gain or lo.s. In general, the recipient ot an
interest in such Fund by gitt will have a tax ba.is in
that intere.t equal to the tran.teror's ba.is increased by
the amount of any gift tax paid on the tran.fer. The
recipient of such an interest resulting troa a transfer
upon death generally would have a tax basis in such
interest equal to the fair market value of the interest at
the date of death or, where applicable, the estate tax
alternate valuation date.

Section 754: Election to Adjust Basis

Section 754 of the Code permits a partnership to
make an election to adjust the basis of the partnership's
as.ets in the event of a distribution ot partner.hip
property to a partner or a transfer of a partnership
interest. Depending upon the partiCUlar tacts at the time
of any such event, such an election could increase the
value of a partnership interest to the transferee (because
the election would increase the basis of the partnership's
assets for the purpose of computing the transferee's
allocable share of partnership income, gains, deductions
and losses) or decrease the value of a partnership inter
est to the transferee (because the election would decrease
the basis of the partnership's assets for that purpose).
It is unlikely that the General Partners would make such
an election on behalf of either Fund becau.e (i) an
election under Section 754, once made, cannot be revoked
without obtaining the consent ot the commissioner of
Internal Revenue, (11) such an election may not necessari
ly be advantageous to all Limited Partners, and (111) ac
counting complexities can result from having such an
election in effect.

TeraiDation of the Punda for Tax Purpo_

Becau.e of the absence of an established market
for the Units, and because investments in a Fund most
likely will be made primarily with a view toward realizing
long-term capital appreciation, it is not anticipated that
sot or more of the capital and profits interests in either
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Fund will be .old or exchang.d within any single 12-.onth
p.riod. Howev.r, if 50' or .or. of .uch int.r••t. w.r.
sold or .xchanged within any .ingl. 12-aonth p.riod, such
Fund would b. d....d to have t.rainat.d for fed.ral inco.e
tax purpo.... ~ng oth.r tax con.equ.nc•• , the .ff.ct to
a Limit.d Partn.r of such a de..-d t.raination would b.
that h., she or it would r.cogniz. gain to the .xt.nt that
his, h.r or it. allocabl. shara of such Fund'. ca.h on the
date of t.r.aination exc.ed.d the adju.ted tax ba.i. of
his, her or it. intere.t in such Fund.

Di.solution of the PuDd

The dissolution of a Fund will involve the
distribution to the Li.ited Partn.rs of any as••ts re.ain
ing after payment of all such Fund's debts and liabili
ties. A Li.ited Partner generally will r.cogniz. a
capital gain to the extent, if any, h., she or it rec.iv.s
mon.y in .xcess of the basis ot his, her or its interest
in such Fund. Unless the Fund di.tribute. any as.et in
kind, a Li.it.d Partn.r generally will recQ9niz. a capital
lo.s to the ext.nt, it any, that the adju.t.d ba.is at
his, her or its interest in the Fund .xc.ed. the a.ount of
mon.y r.ceiv.d in a liquidation distribution. Howev.r, it
the Li.ited Partner receives as a liquidating distribution
any property oth.r than money, "unrealized r.c.ivables" or
"inventory ite.s", then no lo.s will be r.cQ9nized.

Inca•• , gain, 10•••• , d.duction., cr.dits and
it••• at tax pr.f.r.nc. of a Fund r.aliz.d prior to the
di••olution.of such Fund will b. allocat.d to the Limited
Partn.r. in accordanc. with the Partn.rship Agr••••nt.

Adwiniatrative Matters

Tax Returns and In~ormation; Audits

Each Fund has adopt.d the cal.ndar y.ar a. its
tax y.ar. S.ction 448 of the Cod. r.quir•• entities such
as a Fund, in which inter••t. are publicly oft.r.d for
sal. pursuant to a registration statem.nt und.r the
Securiti.s Act of 1933, to adopt an accrual ••thod of
accounting for f.d.ral incom. tax purpo.... Within 75
days or as soon as practicabl. att.r the clos. of the
calendar year, each Fund will furnish each Li.it.d Partn.r
copies of (1) such Fund Schedule K-l indicating the
Partner's distributive share of tax items and (11) such
additional information as is reasonably neces.ary to
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perait the Lillited Partner. to prepare their own federal,
state and local inco.e tax returna.

The Code provide. tor a single unified audit at
the partner.hip level rather than .eparate audit. of
individual partn.rs. Such unified partnership audit
proc.dur.s aay increase the likelihood of IRS audits for
orqanization. such as a Fund. Under this procedure, a
"Tax Matt.r. Partner" mu.t be appoint.d to r.pr•••nt the
partn.r.hip in conn.ction with IRS audits and other
admini.trative and jUdicial proceeding.. Equitabl.
capital, or the Manaqinq General Partner, will act as Tax
Matt.r. Partner of each Fund. The IRS must send notic. of
a co...nceaent of a partn.rship l.v.l audit to .ach
partn.r with 1% or more inter••t in the partn.rship and to
the Tax Matt.rs Partner. All partn.r. may participat. in
administrative proceedings relating to the d.termination
of partn.rship items; however, the Tax Matt.rs Partn.r has
the primary responsibility for repre••nting the partner
ship in an audit and for cont.stinq any adv.rs. d.t.rmina
tion.. A s.ttl.m.nt agr....nt b.twe.n the IRS and on. or
more partn.rs binds all parti.. to ·th. aqr nt, and all
other partners not included in .uch ••ttl nthav. the
riqht to .nt.r into consist.nt aqre..-nt.. Th. final
re.ult of the partner.hip proc.edinq will b. bindinq on
all partn.rs (oth.r than partn.rs aqr••inq to or b.inq
bound by a s.parat. settlem.nt with the IRS), and any
r.sultinq d.ficiency may be a•••••ed and collected by
notice and demand at any time aft.r the d.termination
becomes final.

Th. Code also provide. that (1) a partn.r must
r.port a partnership item consist.nt with it. tr.atment on
the partn.r.hip r.turn, unl••• the partner fil.. a .tat.
ment which identifi.s the incon.i.tency and (li) that
statute of limitations for as••••••nt of tax with r ••pect
to partn.rship it... (or aff.ct.d it..s) und.r the part
nership l.v.l proc.edinqs gen.rally will b. thr.. years
from the date of filinq of the partn.r.hip r.turn or the
la.t date without ext.nsion for filing .uch return, which
ev.r date is lat.r. Notwith.tanding the partn.r.hip l.v.l
audit proc.dure., the IRS maya••••• a defici.ncy again.t
any partner where treatment of an it.. in hi. individual
return is incon.i.tent with the treatment on the partner
ship return.

Any co.t. Which a Fund or the General Partn.r.
may incur with re.pect to a "unified" partner.hip audit
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and related adaini.trative or judicial proceeding. would
reduce the caah otherwia. available for distribution to
the Partners or would otherwise be borne by the Partners.

Tax Shelter Reqistration

The Tax Reform Act of 1984 provide. that any
person who organizes a tax shelter mu.t register such tax
shelter with the IRS and provide inve.tors in the tax
shelter with the tax shelter regi.tration number as.igned
by the IRS. A "tax shelter" tor purpo.es of the registra
tion requirements is one in which a per.on could rea.on
ably infer, from the repre.entation...de in connection
with any otfer tor sale of any intere.t in the investment,
that the "tax shelter ratio" tor any inve.tor may be
greater than 2 to 1 as of the clo.e of any of the first 5
years ending after the date on Which the investment is
oftered for sale. The term "tax shelter ratio" is the
ratio that the aggregate amount of gross deductions plUS
350' of the credits that are potentially allowable to an
investor bears to the partner's investment base for the
year.

'1'BB JlAllAGDIG GBIfBRAI, PARTtIBR OP EACH PmID
RBPRBSJDr.rS 'l'IIAT All IHVBS'l'IIBHT III SUCH POlIO IS ROT PROJBC
'l'BD TO RBDUCB '1'BB CUlWIAT:IVB TAX LIABILITY OP AllY DVBSTOR
WITH RBSPBCT '1'0 AllY YBAR 0CCDJIItDG WI1'BDf TBB FIRST P:IVB
YEARS BRDIlfG APTER '1'BB DATE OK WlUCH UlfITS OP SUCH PORD
ARB PIRST OFFERED FOR SALE Ilf 'l'BB ABSENCE OP EVBHTS WHICH
ARB m:GBLY tnlLIDLY TO OCCOR. TllBRBFORB, EACH POlO) IS ROT
IH'1'BHDED .TO BE A -TAX SBBLTER- FOR "TAX SBBLTBR RBGISTRA
TIOIf- PDRPOSBS. If, however, the income and deductions of
a Fund are such that the cUJIulative tax liability of a
Partner would be reduced in any of the first five years of
such Fund's operations, then the Managing General Partner
will register such Fund with the IRS as a "tax shelter" at
that tiae, and each Partner would be required to include
the "tax shelter" registration nuaber on a form attached
to the Partner's income tax return for any year in which
any income, gain, deduction, 10•• or credit was claimed
with re.pect to such Fund, beginning with the year in
which such Fund is first registered as a "tax shelter".
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other Tax considerationa

Capital Gains and Losses

Ca) Indiyidual CApital GAin.. Gen.rally, capi
tal gain. of an individual are taxed at the saa. rat.. a.
ordinary incOll., and capital 10._ ..y be deducted in
full aqain.t capital gain.. capital 10•••• are al.o
allowed to off••t up to $3,000 of ordinary incoa.. Capi
tal 10.... in .xc... of the aaount that can b. deduct.d
may b. carried forward.

(b) Corporate CApital Gain.. Th. Cod. provid.s
an alt.rnativ. tax on capital gains for corporat~ons.

currently, the rat. is 34', the saa. rate that applies to
ordinary incom.. corporate taxpayers are allow.d to
offset capital los.es in full against capital gains, but
not aqainst ordinary income; how.v.r, excess capital
10.... may g.nerally b. carried back thr.. y.ars and
carri.d forward five years.

(c) Propos.d Legislation. Various propos.ls
have b.en made by the Bu.h Administration .nd in Congr••s
to treat gains from the sal. of c.rtain capital ••••ts
more favorably for f.d.ral income tax purpo.es th.n other
typ•• of gain or income. It is unclear whether .ny of
tho.. or any similar propo.al. will be enacted and, if
.nact.d, wh.n such enacted provisions would be eff.ctive.

Alternative Minimum Tax

The altern.tiv. miniaua tax, a••pplied to
individuals, i. determined by: (1) adding "tax pref.r
enc." it... to the individual'. adju.ted gro•• income (.s
reduced by certain it..ized deduction. and a. otherwise
adjusted pursuant to S.ction. 56 and 58 of the Code),
(11) subtracting th.r.from the .tatutory exeaption
($30,000 for single taxpay.r., $40,000 for married tax
payer. filing joint r.turn.; but .uch exemption. are
pha.ed out for.alt.rnativ. minimum taxable incom.s above
$112,500 for single taxpay.rs and $150,000 for joint
return.) and (ill) computing a tax at the rat. of 21' on
the aaount so calculat.d. If the alternative 'tax so
comput.d exc••ds the individual's r.gular tax, th.n h. or
she must pay an additional tax .qual to the exc••••

Th. corporate alt.rnativ. minimum tax rate is
20' and there is a $40,000 ex.mption amount (pha.ed out at
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the rate ot 25 cent. on the dollar tor alternative minimum
taxable inco.e in exce•• at $150,000).

Each Lillited Partner awIt include hi. or her
allocable .hare at a Fund'. tax preterence it... in the
computation at the applicable .iniawl tax. It i. an
ticipated that neither Fund will generate any .igniticant
it_ at tax preterence tor Lillited Partner.. Pro.pective
inve.tors are urged to con.ult their tax advi.or. with
regard to the specific effect of the new alternative
minimum tax on an investment in .uch Fund.

state and Local Taxe.

In addition to the federal inco.e tax conse
quence. de.cribed above, prospective Limited Partner.
should con.ider potential state and local tax con.equences
ofan inve.tm.nt in a Fund. State and local law. often
differ tro. federal income tax law with re.pect to the
treatm.nt of specific item. of incom., qain, 10•••• ,
deductions, and credits. A Limit.d Partner's di.tributive
share of the taXable income or 10.. of a Fund g.nerally
will be required to be included in det.rmining his report
able incom. for state and local tax purpo... in the
jurisdiction in Which h. is a re.ident. In addition, a
number of other states in whicb such Fund may do bu.ine.s
or own properties may impose a tax on nonre.id.nt Limited
Partners det.rmined with reterence to their allocable
share. of Fund income derived by such Fund from .uch
state. Partners may be subject to tax return tiling
obligation. and income, francbi•• , e.tat., inh.ritance or
oth.r taxe. in other jurisdiction. in which the Fund do••
busin.s., as w.ll as tbeir own .tate. or localiti.s of
r.sid.nce or domicil.. Also, any tax 10•••• d.rived
through the Fund fro. operation. in such stat.. may b.
available to off••t only inco.e tram other sourc•• within
the saa. state. To the extent that a nonresident Limited
Partner pay. tax to a state by virtue of Fund operations
within the state, he may be entitled to a deduction or
credit against tax owed to his state of re.idence with
respect to the saae income. In addition, .state or
inheritance taxes might be payable upon the death ot a
Partner in a jurisdiction in Which such Fund own.
property.

Althouqh not presently contemplated, the Fund.
also may operate in other state. or jurisdictions which
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impo•• taxe. on a Fund with r ••pect to the activities or
incom. of such Fund therein.

Pro.pective Liaited Partn.rs are urqad to
con.ult their tax advisors with respect to pos.ible state
and local inco.e and death tax con.equences of an invest
ment in a Fund.

Backup Withholding

Di.tribution. to, and proceeds of a sale of
Units received by, certain Liaited Partners who.e Units
are held on their behalf by a broker aay constitute
"reportable payments" under the federal income tax rule
reqardinq backup withholdinq. Backup withholdinq,
however, would apply only if the Limited Partner
(1) failed to furnish his Social Security number or other
taxpayer identification number to the person subject to
the backup withholdinq requirement <••SI., the broker) or
(11) furnished an incorrect Social security number or
taxpayer identification number. If backup withboldinq
were applicable to a Limited Partner, the person subject
to the backup withholdinq require.ent would be required to
withhold 20t of each distribution or, in th. case of a
sale of Units, of the proceeds to such Partner and to pay
such amount to the IRS on behalf of such Partner.

certain Reporting Requirements

Persons who hold interests in a Fund as a nomi
nee for another person must <i) furnish to such Fund the
name and address of such other person and any other infor
mation that may be prescribed in requlations and (11) fur
nish to such other person the information described in (1)
that must be furnished to such Fund.

Liaited Partners that sell or exchanqe Units may
be required to notify the Fund in writinq of such sale or
eXchanqe, in which case the Fund would be required to
notify the IRS of such transaction and to furnish certain
inforaation to the transferor and transferee. However,
the.e reportinq requirements do not apply with respect to
a sale or exchanqe by an individual who is a U.s. citizen
who effects such sale or exchanqe throuqh a U.s. broker.
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:r.portanee of ObtainincJ Prof__ional Advice

The foregoing analysis is not intended a. a
sub.titut. for careful tax planning. The tax matter.
r.lating to the Funds and the transactions described
h.rein are co.pl.x and are subject to varying interpreta
tions. Moreov.r, the effect of existing inco.e tax laws
and possible changes in .uch laws will vary with the
particular cirCUJl8tances of .ach investor. In addition,
with the exception of those i.sues specifically referred
to a. the .ubject of the opinion of Counsel to a Fund, no
opinion as to the tax consequences of an investment in
such Fund has be.n obtained by such Fund. Accordingly, as
pr.viously stat.d, each pro.pective Limited Partner should
con.ult with and rely on his, her or its own advisors with
respect to the pos.ible tax con.equence. of an investment
in a Fund.

Recently-Enacted Tax Law Cbanqea

The omnibus BUdget Reconciliation Act of 1989
(tiOBRA"), which b.came law in Deceaber 1989, enacted
provisions denying and/or deferring corporate deductions
for original is.ue discount with respect to certain high
yield di.count obligations, preventing the carry back of
net operating 10.... generat.d by intere.t deductions
attributable to leveraged acquisitions or
recapitalizations, and denying deductions by certain
highly lev.rag.d corporations for inter.st paid to related
entities that are exempt from U.S. tax on .uch interest.
Th.se provisions could have an indirect adverse effect on
the Fund. and investments therein, for example, by
reducing after-tax return. available to investors in the
Funds or affecting the price at which Enhanced Yield
Investments can be acquired or sold.

Uncertainty in Tax Lava

It should be noted that the provi.ions of the
Code described above do not constitute all of .the provi
sions which might possibly be relevant to an investment in
the Fund.. Many of the•• provisions were Changed by the
Tax Reform Act of 1986, the oanibus Budget Reconciliation
Act of 1987, the Technical and Miscellaneou. Revenue Act
of 1988 (tiTAMRA") and OBRA, many of which changes have not
yet been supplemented by corresponding ..endment. to the
Regulations. In addition, certain of the tax rule.
discuss.d above may be further amended, modified or

200



clarified by future legislation or by the IRS or the
court. so a. to have an adver.e effect (directly or
indirectly) on the Fund. or the Liaited Partners. certain
m.-bers, for exa.ple, have stated their belief that
heavily leveraged corporate acquisitions or
recapitalization. may be daaaging to the economy. In
addition, certain propo.al. have been made to modify or
eliminate differences in the federal income tax treatment
of corporate debt and equity. If any future legislation
were to provide for further li.itations on the
deductibility of expen.es (including interest) with
re.Pect to debt incurred in connection with corporate
acquisitions or recapitalization., such action could have
an adverse effect on the Fund. and investments therein.
Because of the uncertainty regarding any future legisla
tive or new actions concerning this issue, investors are
encouraged to monitor developments in this area and to
consult with their advisers.

CBR'J.'Al:H TAX AHD BRJ:SA CORSIDBRATIONS
FOR TAX-BXEIIP't INVESTORS

Inccme Tax Considerations

Certain entities, including tru.ts formed as
part of Keogh and corporate pension or profit-sharing
plans that are qualified under Section 401(a) of the Code,
IRAs and certain charitable and other organizations
de.cribed in Section 501(c) of the Code ("Tax-Exempt
Investor" or "TaX-Exempt Inve.tors"), are generally exempt
froa federal income tax. However, such entities are
subject to federal income tax on their "unrelated business
taxable income" ("UBTI"), which arise. primarily as
certain income from an unrelated business regularly
carried on or as income from property with respect to
which a tax-exempt entity has incurred "acquisition in
debtedne.s". The definitions of UBTI and "acquisition
indebtednes." are discussed below.

Generally, a Tax-Exempt Inve.tor that incurs
UBTI i. taxed on such income at the regular trust or, in
the ca.e of certain entities, corporate federal income tax
rates. UBTI is defined as the gros. inco.e derived by a
Tax-Exempt Investor from an unrelated trade or business
less the deductions directly connected with that trade or
busine.s, all subject to certain modifications. The tax
is imposed directly on and paid out of the assets of the

201



plan or other Tax-Exempt Inve.tor. In computinq UBTI,
there are allowed as deductions all expenses that are
directly connected with the earninq of such income and a
specific deduction of $1,000. If the qross unrelated
business income does not exceed $1,000 per year, it is not
taxable, nor reportable, for federal income tax purposes.
Even thouqh a portion of the income of a Tax-Exempt
Investor is UBTI, income from other investments that is
not UBTI will continue to be exempt from federal income
tax. Thus, the receipt of UMI from a Fund, or otherwise,
generally will not affect the tax-exempt status of Limited
Partners which are Tax-Exempt Investors. For certain
types of Tax-Exempt Investors, however, the receipt of any
unrelated business income may have extremely adverse
consequences. For example, if a charitable remainder
annuity trust or a charitable remainder unitrust (as
defined in Section 664 of the Code) receives any UBTI
during the year, all of the income from all sources in
that year will be taxable. In addition to possible
federal income taxation, any UBTI may be subject to state
and local income taxation, which may differ in method of
computation and amount from the federal tax.

Whether an entity is engaqed in a trade or
business is a question of fact. Given the nature of the
contemplated investment activities of the Funds, Equitable
Capital believes, based on the advice of Counsel, that
neither Fund should be considered enqaqed in a trade or
business for federal income tax purposes. However, no
assurance can be qiven that the Funds may not be
considered at some time to be so enqaqed. Equitable
Capital believes, based on the advice of Counsel, that the
reduction of the Investment Advisory Fee payable to
Equitable capital as the result of commitment, break-Up
and similar transaction fees earned by Equitable Capital
should not constitute income to the Funds. It is
possible, however, that the IRS will assert that such
reduction should be viewed as income to a Fund and that
such income should constitute UBTI. In any event, the
Code provides .that dividends, interest and gains from the
sale or exchanqe of property held for investment qenerally
are excluded from UBTI regardless of whether such income
items are derived from a trade or business activity. It
is anticipated that virtually all of each Fund's income
will be from such sources. Notwithstandinq the foreqoing,
UBTI generally includes a percentaqe of the qross income
(less the same percentage of applicable deductions)
derived (with certain exceptions) from property (whether
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or not used in an unrelat.d trade or busine.s) that is
subject to acqui.ition ind.btedn.... The percentage
reterred to is that which the av.rage amount ot acquisi
tion indebtedness tor a taxable y.ar with respect to a
property bears to the average adju.ted ba.is tor such year
for the property. Acquisition ind.btedne•• include.
(1) debt incurred in acquiring any property, (11) debt
incurred betore the acquisition ot any property it the
debt would not have been incurr.d but tor such acquisition
and (iii) debt incurred att.r the acquisition ot property
it the debt would not have been incurred but tor such
acquisition and it the incurrence ot the debt was reason
ably tore.eeable at the ti.e ot the acquisition.

Although any dividends, interest and capital
gains derived from a Fund by Tax-Exempt Investors or
dinarily would qualify for the statutory exceptions to
UBTI (assuming Tax-Exempt Investors do not purchase in
terests in the Fund with borrowed funds), the Enhanced
Yield Fund II anticipates that it will incur acquisition
indebtedness in connection with the purchase of its in
vestments. Thus, if the Enhanced Yield Fund II makes
investments with borrowed funds, a portion of the gains
realized thereafter on disposition of securities and other
income of the Fund could be classified a. "unrelated debt
financed income" subject to the UBTI. Tax-Exempt Inves
tors generally will not, therefore, be permitted to
subscribe for Units in the Enhanced Yield Fund II.

The Enhanced Yield Retirement Fund II, however,
is not permitted to incur any such acquisition indebted
ness. Tax-Exempt Investors wishing to subscribe for Units
in a Fund generally may only subscribe for Units of the
Enhanced Yield Retirement Fund II.

Under Section 512(c) of the Code, all of a
tax-exempt partner's proportionate share of income from a
publicly traded partnership not taxed as a corporation
will be subject to tax as UBTI. As discussed above,
however, it is not anticipated that either of. the Funds
will be a publicly traded partnership. See
"Classification as a 'partnership' -- Publicly Traded
partnerships Treated as corporations". Accordingly,
investors in a Fund should not be affected by this
provision.

Recently, a proposal was made in congress to
treat as UBTI amounts received (or deemed received under
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subpart F of the Code) by certain Tax-Exempt Investors
owning at least 10 percent of the stock of a foreign
corporation as dividends trom such corporation, to the
extent attributable to earnings and profits (or subpart F
income) of such corporation that would be UBTI if earned
directly by such Tax-Exempt Inve.tors. It is not possible
to predict whether this or any similar proposal will be
enacted and, if enacted, when such enacted proposal would
be effective.

ERXSA Considerations

The provisions of the Employee Retirement Income
security Act of 1974, as amended ("ERISA"), are extremely
complex and the status of the Enhanced Yield Retirement
Fund II under ERISA may depend on various facts and cir
cumstances. consequently, each investor which is subject
to ERISA should consult with its legal counsel concerning
the matters discussed below.

Trust Requir_ent

ERISA requires that all assets of any employee
benefit plan be held in trust by one or more trustees (or,
in certain cases, in a qualifying custodial account). The
Code imposes similar requirements with respect to an IRA.
The Department of Labor has issued a final regulation
which provides that, in the case of an investment in a
partnership, the trustee requirement will be satisfied if
the certificate, contract or other instrument evidencing
the employee benefit plans' investment in such partnership
is held in trust (or in a qualifying custodial account),
regardless of whether the assets of such partnership are
also deemed to be "plan assets" under the rules described
in the following paragraph•

Prohibited Transaction Rules

ERISA and the Code prohibit certain transac
tions, including sales of Units in the Enhanced Yield
Retire.ent Fund II, between an employ.e benefit plan or
IRA and a "party in interest" or "disqualified person".
Each subscriber investing in a Unit shall represent
whether or not it is investing on behalf of an employee
benefit plan (whether or not such plan is subject to
ERISA's provisions regarding fiduciary responsibility) or
IRA and, if so, such investor will be further required to
represent that to the best of its knowledge its investment
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in the Enhanced Yield Retirement Fund II will not result
in a prohibited transaction as defined in Section 406 of
ERISA and Section 4975 of the Code.

Those persons proposing to invest on behalf of
employee benefit plans or IRAa should also consider
whether a purchase of the Units will cause the Enhanced
Yield Retirement Fund II's assets to be deemed to be "plan
assets" for purposes of the fiduciary re.ponsibility and
the prohibited transaction provisions of ERISA and the
Code. Neither ERISA nor the Code defines "plan assets".
However, under requlations promulgated by the Department
of Labor, the assets of certain pooled investment vehi
cles, including certain partnerships, may be treated as
"plan assets". If the assets of the Enhanced Yield
Retirement Fund II were deemed to be "plan assets" of
employee benefit plans that are Unitholders, transactions
involving the assets of such Fund and "parties in inter
est" or "disqualified persons" with respect to such plans
might be prohibited under Section 406 of ERISA and Sec
tion 4975 of the Code. A "prohibited transaction", in
addition to imposing potential personal liability upon
fiduciaries of ERISA plans, may result in the imposition
of an excise tax on certain "disqualified persons" with
respect to the ERISA plan or IRA.

The Enhanced Yield Retirement Fund II'S assets
would not be considered to be "plan assets" under ERISA
and the Department of Labor requlations so long as, inter
A.l.iA, the Units are "publicly-offered securities" within
the meaning of such requlations •. A "publicly-offered
security" is a security which is (.1.) held by 100 or more
investors independent of the issuer, (11) registered under
the applicable provisions of the federal securities laws
and (J..J..J..) freely transferable within the meaning of such
requlation. The restrictions on transfer described herein
should not preclude the units of the Enhanced Yield
Retirement Fund II from being treated as freely trans
ferable for purposes of such requlations and it is ex
pected that the Units will actually be treated as public
ly-oftered securities. It should be noted, however, that
certain material changes have been made to the provisions
of federal income tax laws affecting partnerships since
the requlations were promulgated which may result in
changes in the definition of freely transferable.

The foregoing discussion is general in nature
and is not intended to be all inclusive. Accordingly,
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prospective purchasers of Units are urged to consult their
own advisors with respect to the considerations associated
with the acquisitions and ownership of Units under ERISA
and the Code.

Prudence Rule and other Requir~ts

Fiduciaries of employ.e benefits plans and lRAs
should also consider whether an investment in the Enhanced
Yield Retirement Fund II is consistent with their plan
objectives and is in accordance with the documents and
instruments governing the plan and their. responsibilities
under ERISA and the Code such as the requirements that
(1) investments be made in a prudent manner, (11r plan
assets be diversified unless it is clearly prudent not to
do so, and (111) the fiduciaries provide benefits for plan
participants and beneficiaries and value plan assets
annually (Which may be difficult given the fact that
resales of units may be sporadic).

CERTAIN FEDERAL TAX CONSIDERATIONS
FOR NON-U. S • INVESTORS

The tax treatment applicable to a nonresident
alien who invests in a Fund is complex and will vary
depending upon the particular circumstances of such
Limited Partner. Each non-U.S. investor is urged to
consult with his tax counsel concerning the U.S. federal,
state and local, and foreign tax treatment of his invest
ment in the Fund. In general, the U.S. tax treatment will
vary depending upon whether such Fund is deemed to be
engaged in a u.S. trade or business. u.S. trade or
business status must be determined annually. However, the
Code does not specifically define What constitutes a u.S.
trade or business. Instead, such determination must be
made based upon an examination of the facts and circum
stances attending the particular operations and activities
in question. Equitable Capital believes, based on the
advice of Counsel, that the reduction of the Investment
Advisory Fee payable to Equitable Capital as the result of
commitment, break-Up and similar transaction fees earned
by Equitable Capital should not constitute income to the
Fund. It is possible, however, that the IRS will assert
that such reduction should be viewed as income to a Fund
from a United States trade or business. Nevertheless,
given the nature of the investment activities contemplated
by the Funds, Equitable capital believes, based on the
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advice of Counsel, and the discussion that follows
assume., that neither Fund will be engaged in a trade or
business within the United states.

30t u.s. Withholding Tax on U.S. Source Income Not Derived
from a U.S. Trade or Business

A non-U.S. Limited Partner of a Fund will be
subject to a 30' (or lower treaty rate) withholding tax
with respect to his distributive share of such Fund's U.s.
source interest, dividends and most other portfolio or
investment income for such year, but will generally be
exempt from U.s. taxation on his share of capital gains
realized by such Fund, other than gains from the-sale of
U.S. Real Property Interests as discussed below under
"Withholding on Dispositions of U.S. Real Property Inter
ests" if he is not present in the United States for lS3
days or more in the calendar year in which the Fund's year
ends. Moreover, various statutory exemptions from the 30%
(or lower treaty rate) withholding tax apply to interest
income from investments in U.S. government securities,
commercial paper and bank deposits. Furthermore, an
exemption applies to interest derived from certain
portfolio debt instruments, as described in Sec-
tions S71(h) and 8S1(c) of the Code. Such interest
includes, inter AliA, interest paid on a registered debt
obligation issued after July lS, 1984, provided that
(1) the U.S. person who would otherwise be required to
deduct and withhold tax received a statement (1.~., IRS
Form W-S) that the beneficial owner of the obligation is
not a U.S. person, and (11) such beneficial owner does not
own (directly or indirectly) 10' or more of the voting
power of the corporate obligor on such debt instrument and
is not a "controlled foreign corporation" related to such
corporate obligor. Accordingly, it is anticipated that
interest received by the Funds will generally qualify as
portfolio interest and that no withholding will be re
quired with respect to a foreign partner's distributive
share of such interest income.

If a Fund acquires dividend-paying stock, it
should be noted that the Code contains no statutory
exemption from the 30% U.S. withholding tax imposed upon
dividends received from U.S. sources comparable to the
exemptions for interest described in the preceding para
graph. Consequently, unless a non-U.S. Limited Partner is
entitled to an exemption from, or reduced rate of, with
holding pursuant to an applicable tax treaty, each Fund
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would be required to withhold 30t of a foreign Limited
Partner's distributive share of such dividends. In lieu
of qualifying for a specific exemption from the 30t
withholding tax, a non-U.S. Limited Partner who is en
titled to tax treaty benefits under an applicable tax
treaty with the United Stat.s may claim such benefits by
properly executing and filing with such Fund, as the
withholding agent, an IRS Form 1001 in a timely manner.

u.s. Tax Consequences to Non-U.S. Investors in a
Partnership Engaged in a u.S. Trade or Business

If a Fund were considered to be engaged in a
U.S. trade or business, a foreign Limited Partner of such
Fund would also be considered to be engaged in a U.S.
trade or business in such year. Consequently, a non-U.S.
Limited Partner would be required to file a U.S. federal
income tax return and would be taxed in the United States
at graduated federal income tax rates upon that portion of
such Partner's net income from such Fund for such year
which is "effectively connected" with such business (less
such Partner's share of items of deduction and loss which
are connected with such portion, so long as the ·Partner
timely files such return). In order to properly rely on
the exemption from the 30' (or lower treaty rate)
withholding tax with respect to any income that is deemed
·to be effectively connected with such Fund's U.S. trade or
business, a foreign Limited Partner would be required to
properly execute an IRS Form 4224 (Exemption from
Withholding of Tax on Income Effectively Connected with
the Conduct of a Trade or Business in the United States)
and file such Form with such Fund in a timely manner.

Under Code Section 1446, as recently amended by
TAMRA, if a Fund were considered to be engaged in a U.S.
trade or business, such Fund would be required to pay a
withholding tax on the portion of its income, computed
with certain modifications, that is "effectively con
nected" with such U.S. trade or business and that is
allocable to non-U.S. Limited Partners. The rate used in
computing the tax would be (i) the highest U.s. individual
rate in the case of such effectively connected income
allocable to non-U.S. Limited Partners that are not
corporations, and (ii) the highest U.S. corporate rate in
the case of such effectively connected income allocable to
non-U.S. corporate Partners. Amounts withheld would not
be an additional tax on earnings of non-U.S. Limited
Partners from a Fund. Instead, non-U.S. Limited Partners
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would be allowed tax credits for their shares of
withholdinq tax paid by a Fund. Those credits would be
treated as distributions by a Fund to the Partners that
are allowed them.

Non-U.S. corporate investors also should be
aware that the Code impose. a tax on U.S. branches of
foreiqn corporations which may apply to income from the
Partnership derived by certain investors that are corpora
tions. For tax treaty purpo.e., a non-U.S. Limited Part
ner of a Fund would be deemed to have a "permanent estab
lishment" in the United States in any year in which such
Fund is enqaqed in a U.S. trade or business.

withholding on Dispositions of u.s. Real property
Interests

Under the Foreiqn Investors in Real Property Tax
Act ("FIRPTA"), non-U.S. persons are subject to with
holdinq on dispositions of United States Real Property
Interests ("USRPIs") which may, in some instances, include
stock or other equity interests in United States corpora
tions. A partnership interest is a USRPI to the extent
that the partnership holds any interest in USRPls.
Therefore, non-U.S. Limited Partners will be subject to
certain withholdinq with respect to such Partner's dis
tributive shares of a Fund's qain from the sale of a USRPI
and may be subject to withholdinq on certain distributions
to them by such Fund and with respect to sales by them of
Units if such Fund holds USRPIs.

Recently-Enacted Legislation; Legislative Proposals

OBRA enacted provisions that, under certain
circumstances, require increased recordkeepinq and
reportinq for U.S. corporations at least 25 percent of the
stock of which (by vote or value) is owned by a non-U.S.
investor. In addition, certain proposals have been made
in Conqress that would subject non-U.S. investors to U.S.
tax on qain from sales of stock of U.S. corporations under
certain circumstances. It is not possible to predict
whether these or similar proposals will be enacted and, if
enacted, when such enacted proposals would be effective.

Other Tar Considerations

A nonresident alien's interest in a Fund would
be subject to U.S. federal estate taxation if the investor
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di•• while owning .uch inter••t. In addition to u.s.
federal income and estate tax•• , non-U.S. investors in a
Fund may be subject to other taxes, such as state and
local income taxes, and estate or inheritance taxes, which
may be imposed by various jurisdictions.

The above discussion may not apply to a non-U.S.
investor who is separately engaged in a trade or business
in the U.s. The above general quidelines are subject to
modification by a tax treaty. Moreover, the .internal tax
rules of the non-U.S. investor's home country must also be
considered in determining the advisability of an invest
ment in the Fund.

REGUIATION

Investaent Company Act

Each Fund has elected to be treated as a "busi
ness development company II under the Investment Company
Act. The provisions of the Investment Company Act related
to business development companies were enacted pursuant to
the Small Business Investment Incentive Act of 1980 which
became law on October 21, 1980. A Fund may not withdraw
such election without first obtaining the approval of a
majority in interest of its Limited Partners. The follow
ing is a brief description of the business development
company provisions of the Investment Company Act, as
modified by the Small Business Investment Incentive Act of
1980, and is qualified in its entirety by reference to the
full text of the Investment Company Act and the rules
thereunder.

A business development company must be operated
for the purpose of investing in the securities of certain
present and former "eligible portfolio companies" and
certain bankrupt, insolvent or financially troubled
companies and must generally make available "significant
managerial assistance" to such companies. An,eligible
portfolio company is a U.S. company that is not an invest
ment company (except for Wholly-owned small business
investment companies ("SBICs") licensed by the Small
Business Administration) and that satisfies one of the
following conditions: (~) it does not have a class of
securities registered on a national securities exchange or
included in the Federal Reserve Board's list of over-the
counter securities eligible for margin, (~) it is actively
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controlled by the business development company either
alone or as part of a group acting together, and an af
filiate of the business development company is a member of
the portfolio company's board of directors, or (~) it
meets such other criteria as may be established by the
SEC. Control of a Portfolio Company, under the Investment
Company Act, is presumed to exist if the business develop
ment company owns 25' of the outstanding voting securities
of such company.

"Making available significant managerial assis
tance" is defined under the Investment Company Act to mean
(~) any arrangement whereby a business developme~t

company, through its directors, officers, employees or
general partners, offers to provide and, if accepted, does
provide significant guidance and counsel concerning the
management, operations or business objectives or policies
of a Portfolio Company, C~) the exercise of a controlling
influence over the management or policies of a Portfolio
Company by the business development company acting in
dividually or as part of a group of which the business
development company is a member acting together which
controls such company, or (~) the making of loans to a
SBIC. A business development company may satisfy the
requirements of clause (~) with respect to a Portfolio
Company by purchasing securities of such a company as part
of a group of investors acting together if one person in
such group provides the type of assistance described in
such clause. However, the business development company
will not satisfy the general requirement of making avail
able significant managerial assistance if it only provides
such assistance indirectly through an investor group. A
business development company need only extend significant
managerial assistance with respect to Portfolio Companies
which are treated as Qualifying Assets Cas defined below)
for the purpose of satisfying the 70' test discussed
below.

The Investment Company Act prohibits or re
stricts each Fund from investing in certain types of
companies, such as securities brokerage firms, insurance
companies and investment banking firms. Moreover, under
the Investment company Act a Fund may only acquire
Qualifying Assets and certain assets necessary for its
operations (such as office furniture, equipment and
facilities) if, at the time of any proposed acquisition,
less than 70' of the value of such Fund's assets consists
of Qualifying Assets. "Qualifying Assets" include:
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(1) securities of eligible portfolio companies:
(1) securities of bankrupt, in.olvent or otherwise finan
cially troubled companies that are not otherwise eligible
portfolio companies: (~) securities acquired as follow on
investments in companies that were eligible at the time of
such Fund's initial acquisition of their securities but
are no longer eligible, provided that such Fund has
maintained a substantial inve.tment in those companies:
(~) securities received in exchange for or distributed on
or with respect to any of the foregoing: and (~) cash
items, u.s. Treasury securities and high-quality short
term debt. The Investment Coapany Act also places re
strictions on the nature of the transactions in which, and
the persons from whom, securities can be purchased in
order for the securities to be considered Qualifying
Assets. As a general matter, Qualifying Assets may only
be purchased from the issuer or an affiliate in a transac
tion not constituting a public offering. A business
development company may not engage in short sales of
securities.

The provisions of the Investment Company Act set
forth above may prevent a Fund from purchasing Enhanced
Yield Investments which are suitable for investment but
which are either not Qualifyinq Assets or are not issued
by a Portfolio Company to which such Fund is in a position
to make available siqnificant manaqerial assistance. The
proposed investment may not be made either because a Fund
is prohibited from investing in it or because Equitable
capital believes it inadvisable to use up the Fund's
flexibility to make non-qualifyinq investments. The Funds
may from time to time choose to seek control of a Port
folio Company but, as a qeneral matter, they do not intend
to seek such control and therefore will not qenerally be
able to use such control as a means of satisfying either
of the eligible portfolio company or the significant
managerial assistance requirements. The decision not to
seek control reduces the number of potential issuers in
which the Funds may invest, makinq it more difficult to
find suitable. investments and causing them to maintain
more assets in Temporary Investments for a longer period
of time than if they chose to seek control.

Each Fund is permitted by the Investment Company
Act, under specified conditions, to issue multiple classes
of senior debt and a single class of limited partnership
interests senior to the Units if its asset coverage, as
defined in the Investment Company Act, is at least 200'
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after the issuance of the debt or the senior interests.
In addition, provisions must be made to prohibit any
distribution to Partners of a Fund which has issued any
such interest and to restrict the repurchase of any Units
by such Funds unless the as.et coverage ratio of such Fund
is at least 200' at the time of the distribution or
repurchase.

The Investment Company Act limits the ability of
the Funds to sell interests at a price representing
proceeds to the selling Fund of an amount less than the
then net asset value per unit. Units in the Funds will be
sold at a public offering price of $1,000 less any appli
cable discount in selling commissions and financial
advisory fees (such as volume discounts). The public
offering price will be adjusted if at any Closing during
the offering made hereby the market value of a Unit, based
upon the Fund's net asset value plus applicable selling
commissions and financial advisory fees, does not closely
approximate $1,000 per Unit due to a change in the value
of the Fund's investments. This Prospectus will be
supplemented to reflect any such change in the public
offering price. Any sale of a Unit at a price that
represents proceeds to a Fund lower than an amount equal
to the net asset value of a unit may be made only if (1) a
majority of the General Partners (including a majority of
the Independent General Partners) have determined that
such sale would be in the best interests of the Fund and
its Partners and (11) a majority of the General Partners,
in consultation with MLPF&S, have determined in good faith
that the sales price closely approximates the market value
of such Units, less any selling commission and financial
advisory fee or discounts thereon.

After the offering, a Fund may sell its securi
ties at a price that is below the prevailing net asset
value per Unit only upon the approval of the policy by
Limited Partners holding a majority of the Units issued by
such Fund, including a majority of Units held by'non
affiliated Limited Partners. Neither Fund will repurchase
Units nor engage in a self-tender.

Most of the transactions involving a Fund and
its affiliates (as well as affiliates of those affiliates)
require the prior approval of a majority of the Indepen
dent General Partners of such Fund having no financial
interest in the transactions. However, transactions
involving certain closely affiliated persons of a Fund,
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